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NDEPENDENT AUDITOR OVERVIEW 


In 2017 the Santa Clara Valley Water District (Valley Water) Board of Directors approved the 
selection of its first independent auditor, TAP International. TAP International reports and is 
accountable to the Board Audit Committee and the full Board of Directors. The Board of Directors 
initiated an independent audit function to support their efforts to advance open and accountable 
government through accurate and objective audits; and assessments that seek to improve the 
economy, efficiency, and effectiveness of Valley Water. 


As described in Valley Water’s Request for Proposal and subsequently required under the 
contract executed in 2018, the scope of services required of the Independent Auditor include: 


e Provide advice and recommendations on audits of government programs. 
e Develop an annual audit program, calendar, and budget. 

e Conduct audits as directed by the Audit Committee. 

e Prepare and deliver formal and informal audit reports and presentations. 
e Attend Audit Committee and Board meetings. 

e Meet with District staff as needed. 

e Provide additional staff resources as determined by the Audit Committee. 
e Conduct certain audits as directed by the Board. 


WHY A DESK REVIEW WAS CONDUCTED 


In response to Committee member observations about executive-level employees separating 
from the agency, the Board Audit Committee requested that TAP International, serving as the 
Independent Auditor of the Board of Directors, to conduct a limited review that would assess the 
need to complete a comprehensive performance audit of human resources management. 


HOW THE WORK WAS CONDUCTED 


The Independent Auditor’s review was limited to examining turnover rates, recruitment, and 
selected hiring activities implemented by Valley Water. To perform the work, the Independent 
Auditor conducted the following actions: 


e Collected turnover benchmarks for local government from the U.S. Bureau of Labor 
Statistics. 

e Collected employee separation information from Valley Water for Deputy Chief and Chief 
positions between 2017 and 2019. 

e Computed turnover rates for Valley Water. 

e Interviewed Valley Water human resources management staff. 

e Compared Valley Water recruiting and hiring activities to activities implemented by other 
public agencies. 
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The work performed does not constitute a performance audit. Had a performance audit been 
performed, audit activities would have included procedures to develop sufficient evidence to 
draw conclusions regarding the efficiency, effectiveness, and economy of Valley Water 
recruitment and hiring activities. Examples of these procedures include: 


e Assessment of internal controls, 

e Testing of the reliability of the data received by Valley Water, 

e Review of employee files, 

e Review of Valley Water human resources management policies and procedures, and 
e Review of consultant contracts. 


RESULTS 
Turnover Rates 


Turnover is when an employee separates from their employer. Turnover rates, which show the 
percentage of all employees who have separated from their employer, are tracked by many 
public agencies to monitor how well organizations retain their employees. 


In 2018, Valley Water’s turnover rate among 30 Deputy Chief and above positions was seven 
percent. In contrast, the U.S. Bureau of Labor Statistics reported turnover rates of 1.8 percent for 
local government in the same year. In 2017 and 2019, Valley Water turnover rates were higher, 
averaging 13 percent. The higher the turnover rate, the higher the costs in recruiting and 
replacing employees. 


Reasons for Employment Separation 


Separation can be voluntary (the employee decides to leave) or involuntary (the employer 
decides the employee must leave). Valley Water executives have separated due to three factors: 
personal reasons, retirement, and non-probationary reasons. Six of the ten executive 
separations were attributed to personal reasons or non-probationary reasons. Without 
implementing a comprehensive performance audit, the Independent Auditor did not collect 
information from the separated employees to identify leading drivers behind their personal 
decisions. Current employees have suggested that organizational culture could have been a 
factor, explaining that Valley Water is a challenging work environment. 


Recruitment 


Public agencies generally do not actively look for employees. Instead, public agencies wait for 
potential employees to apply by posting announcements on agency websites and announcing 
open positions through selected publications. Prior to 2020, each Division was responsible for 
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conducting its recruitments and, if needed, hire a company to assist in them. Recently, Valley 
Water awarded contracts to three companies to support recruitment activities by actively 
seeking qualified candidates for open classified and unclassified positions. Valley Water’s Office 
of Talent and Inclusion (HR Unit) will now oversee the work performed by these companies. 


Recruiting well-qualified employees sometimes requires added employment incentives, 
especially in the high cost of living areas. These incentives include providing a housing stipend, 
telecommuting, and offering longer vacation periods. Of these three potential incentives, Valley 
Water offers one of them, providing longer vacation periods in its recruitment of unclassified 
positions. Valley Water allows telecommuting on a case by case basis, requiring the employee to 
apply for approval after joining the workforce. 


Hiring 

After a tentative employment offer has been made, a common practice across many California 
agencies, especially at the County level, is to hire an independent investigator to conduct a 
background check of potential executive-level hires. The investigator performs an extensive 
review that could date back as much as 15 to 20 years to verify the accuracy of the candidate’s 
application, driving record, resume, social media activity, and prior experience reported as well 


as any past criminal or other questionable behavior that could potentially raise questions about 
the candidate’s qualifications. Prior bankruptcies are also examined for applicable positions. 


Presently, Valley Water relies on a basic background check that involves a review of the prior 
seven years of the candidate’s history; it does not include a scan of social media activity by the 
potential candidate or fingerprinting to allow for a more a comprehensive criminal check. 


Valley Water staff have reported no challenges or issues with conducting reference checks of 
potential candidates and have found participating parties to be forthcoming about a potential 
candidate. 


NEXT STEPS 


A performance audit is not recommended at this time, but in the next agency-wide audit risk 
assessment, an assessment of the contractors’ recruitment performance and retention rates 
should be evaluated. 


The Chair of the Board Audit Committee (BAC) should consider placing on a BAC meeting agenda 
the following item: 


1. Discussion and potential consideration by the Board of Directors to authorize the CEO to 
further study the need for, or to develop policies on, conducting comprehensive 
background checks for selected positions by an independent investigator. 
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